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2 KEY ECONOMIC INDICATORS: JORDAN 1/ 
Unless otherwise noted, all values are in million US $ 2/ 
all data are for East Bank only 


1974 1975 1976 1977 1976-1977 
National Income (current prices) 
GNP 961 1167 1643 #41918 +17 
GDP (at factor cost) 759 842 1000 1237 +24 
Per Capita GDP (US $) 402 431 496 593 +20 
Agricultural Production (MT 1000) 
Wheat 244 50 67 63 
Barley and Other Field Crops 90 24 35 28 
Fruits and Vegetables 363 354 285 298 
Industrial Production 
Industrial Production Index (1966=100) 163 175 219 243 
Phosphate Rock (MT 1000) 1675 1353 1702 £1769 
Cement (MT 1000) 615 598 586 538 
Petroleum Products (MT 1000) 748 828 1146 1145 
Electricity, (million KWH) 213 257 324 401 
Building Permits, Amman (M2 1000) 291 318 542 521 
Money and Banking 
Money Supply (M1) 529 683 794 984 
External Public Debt3/ 248 337 382 595 
Commercial Bank Credit Outstanding 261 379 553 628 
Ave. Interest Rate (Com. Banks overdraft) 7.0% 7.0% 8.0% 8.5% 


Balance of Payment and Trade 


Official Gold and Foreign Exchange Reserves 343 «507 559 = 7354/ 
Balance of Payments (basic balance) +41 +203 +9 +176 
Balance on Merchandise Trade -332 -578 -816 -1164 
Domestic Exports 122 125 149 188 
U.S. Share nil nil nil nil 
Imports5/ 486 731 1023 1420 
U.S. Share 11% 10% 9%  15%8/ 


Notes: 

Y data from the Central Bank of Jordan and the Department of Statistics. 

2/Exchange rates: 1974 = US $1.00 = Jordan Dinar .322; 1975 = US $1.00 = JD .320; 
1976 = US $1.00 = JD .332; 1977 = US $1.00 = JD .320. 

3/Tncluding Government guaranteed debt, equal to 25% of total in 1977. 


4/Commercial banks hold an additional $115 million. 
5/Includes re-exports of - 1974 = $32 million; 1975 = $28 million; 


1976 = $58 million; 1977 = $68 million. 
6/Includes purchase of two Boeing 747 aircraft valued at $88 million. 


Major imports from the U.S. (1976) -- wheat ($29 million), aircraft and parts 
($17 million), extraction and construction equipment ($9 million), motor vehicles 
and parts ($8 million). 





JORDAN 


SUMMARY 


The economy of Jordan continued to enjoy healthy growth during 1977. All 
sectors of the economy contributed to a real increase in GDP that may have 
approached 10%. Expansion in light manufacturing industries and prospects 
for better agricultural yields than have been experienced in recent years 
are expected to continue the trend through 1978. The relative contributions 
of agriculture, industry and services remain unchanged. 


Following the boom year of 1976, the economy settled down to a more normal 
rate of activity, which was reflected in decreased residential construction, 
a slowdown in the rate of increase in the money supply, and a decrease in 
the growth of commercial bank credit. As the economy of Jordan matures, 

the authorities have encouraged the establishment of new financial institu- 
tions and are considering the creation of new financial instruments. Infla- 
tion appears to be moderating and was probably around 15% for 1977. 


Jordan continues to run a growing deficit in merchandise trade, which is 
overcome on the current account by receipts from tourism, remittances, and 
official transfers. The basic balance in 1977 showed a comfortable surplus. 


Although revenues from domestic sources are increasing substantially, the 
Jordanian Government continues to rely upon foreign cash grants to help 
finance its regular budget. The 1978 Government budget document is notable 
for its austerity (the overall increase in regular expenditures is less 
than the estimated rate of inflation) and a continuation of the trend of 
devoting an increasing share of total government resources to investment in 
economic development. 


Since the outbreak of the civil war in Beirut, Amman has attracted a growing 
number of regional business headquarters offices whose personnel have been 
generally pleased with living conditions in the country, the extent to which 
other Arab markets can be serviced from Amman, and Amman's improving in- 
frastructure. 


As national income rises and Jordan continues to invest heavily in economic 
and social development, the market for American goods and services can 
expect to grow. Joint venture and licensing opportunities will also in- 
crease due to a favorable investment climate and growing domestic and ex- 
port markets. 





Current Economic Situation and Trends 


Preliminary statistics for 1977 indicate that Jordan continued to enjoy 
healthy economic growth that year. On the basis of the preliminary 

data, real GDP may have increased by almost 10%. The gain in GNP was 
considerably less, reversing the experience of 1976, as factor income 

from abroad, consisting primarily of workers' remittances, levelled off 

in 1977 after more than doubling the previous year. Prospects for sig- 
nificant real growth in 1978 appear good with the expectation of continued 
industrial expansion in light industry and an increase in agricultural 
production. Major expansion programs underway in Jordan's three largest 
industries should result in substantial increases in output in 1979. 


The sectoral contributions to the GDP in 1977 maintained their relative 
shares of 1976 -- agriculture 11%, industry 24% and services 65%. 


Jordan's agricultural production is largely dependent on irregular and 
unpredictable rainfall unevenly distributed throughout the country. 
After three seasons of disappointing rainfall, the situation improved in 
the 1977-1978 growing season to the extent that harvests of wheat and 
other field crops are expected to be as much as 50% higher than the aver- 
age of the three previous years. Yields of fruits and vegetables in the 
potentially highly productive Jordan Valley should continue to increase 
due to expanded use of plastic tunnels and housing and increased irriga- 
tion. Plans are underway to increase Jordan Valley production by one- 
third through the establishment of a large new dam and associated irriga- 
tion system. 


There have been few commercially exploitable minerals found in Jordan. 
Phosphate mining and cement production are currently the only major in- 
dustries based on local mineral deposits. However, a $300 million facility 
to produce 600,000 tons of fertilizer annually from local phosphates is 
under construction. Production is to begin in 1981. A major project to ex- 
tract potash from the Dead Sea is now underway and final financing arrange- 
ments are nearing completion. This approximately $400 million investment 

is to produce 1.2 million tons of potash annually when in full operation in 
1985. A ceramics factory based on local clays is in operation and consi- 
deration is being given to manufacturing sheet glass and glass containers 
from local sand. Exploration for oil continues, but without positive results 
to date. Marble and gypsum are processed in Jordan. Finally, deposits of 
copper have been identified but cannot be profitably exploited at this time. 


Because of a small domestic market (1977 East Bank population is officially 
estimated at just over 2 million), Jordan's industry has been traditionally 
characterized by small facilities producing almost exclusively for the do- 
mestic market. Jordan's largest existing industries produce cement and 





petroleum products (exclusively for the domestic market) and phosphate 
rock (exclusively for export). The production of the new fertilizer 

and potash industries will also be for export. Major expansion of all 
three present major industries is underway: production of cement and re- 
fined petroleum are to double, and phosphate rock processing is to grow 
to 6 million tons annually by 1981. Recent growth and the potential for 
future growth in light manufacturing industries are impressive. Bright 
prospects in this area are based on the potential to export to other Arab 
countries in the region and a steadily growing domestic market. Local 
capital is readily available for well-studied investment projects, but 
equity participation by foreign firms that can contribute technology, 
marketing and management expertise is welcomed. 


Jordan has experienced a chronic and growing trade deficit. Phosphate 
rock and fresh fruits and vegetables are Jordan's most important commodity 
exports, each accounting for about one-third of export earnings in 1977. 
Capital goods are beginning to make a significant contribution to export 
earnings, having more than tripled to $24 million in 1977. Jordan is a 
net importer of food, relying on imports for about 50% of the foodstuffs 
consumed in the country. In 1977, raw materials accounted for 27% and 
capital goods 41% of total imports. 


From 1971 through 1974, the United States was Jordan's most important 
supplier. In 1975 and 1976 the Federal Republic of Germany took over 
that position, with the U.S. slipping to second place. The 1977 purchase 


‘of two Boeing 747 aircraft, at a recorded cost of $88 million by Jordan's 
national airline accounts for the sudden 1977 increase in the American 
share of Jordanian imports. 


Jordan's deficit on the merchandise account has been overcome in the 
current account by receipts from tourism, official tranfers, and remit- 
tances from Jordanians working abroad. In 1977, according to Central 

Bank balance of payments data, receipts in these three categories were 
$297 million, $522 million, and $449 million, respectively. The balance 
of payments on current account showed a surplus of $16 million in 1977, 
$82 million in 1976, and $67 million in 1975. The unusually high 1975 
surplus in the basic balance followed by an unusually low surplus the fol- 
lowing year resulted from a technical adjustment in accounting for the cost 
of Jordan's crude oil imports. The 1977 surplus in the basic balance re- 
sults from receipt of foreign development loans and commercial borrowing 
on the Euro-dollar market by government and quasi-government institutions. 


At the end of 1977, Jordan's total foreign exchange and gold reserves (ex- 
pressed in JD) stood 33% higher than at the end of the previous year. Total 
reserves were equivalent to more than 7 months of (1977) imports. Jordan's 
external debt burden has been light since most foreign borrowing has been 

in the form of long-term concessional loans for economic development. In 





1977, however, Jordan borrowed almost $200 million on the Euro-dollar 
market to finance commercial aircraft purchases ($56 million), school 
construction ($31 million), expansion of Jordan's petroleum refinery 
($94 million), and purchases of the joint Syrian-Jordanian land trans- 
port company ($13 million). Original terms were six years at 1.5% above 
LIBOR, but the interest is being successfully negotiated downward. This 
year, Jordan may return to the international commercial market for some 
financing for its fertilizer and potash projects. 


Jordan's money supply has been growing rapidly since 1973. 
The 19% increase in 1977 was the smallest during the past 
five years. The relative slowdown in growth reflected 
cooling of the economy following the 1976 boom which had 
been fueled by residential construction, real estate 
Speculation and imported consumer goods. During 1977, 


eal deposits grew by 24% and currency in circulation by 


Total commercial bank credit outstanding expanded by 9% (in JD) in 1977 
following an increase of 51% the previous year. Around 60% of commercial 
bank credit has traditionally been extended to the real estate and trade 
sectors. Activity in these sectors slowed during 1977, and commercial 
banks may have become somewhat cautious after the rapid expansion of 
credit in these areas the previous year. Whereas loans to real estate 
and commerce represented 61% of total commercial bank credit in 1976, 
the share of these two sectors fell to 57% in 1977. At the same time 
the percentage of credit extended to more productive sectors of the 
economy increased from 20% to 25%. Jordan's six specialized credit in- 
stitutions increased their outstanding loans by 48% in 1977, to contri- 
bute 43% of total credit to the private sector. The largest of these, 
the Housing Bank, accounts for more than half of the loan activity of 
the specialized credit institutions. 


During the past year, Jordanian authorities took several measures to en- 
courage the maturation of the country's capital market. Three new com- 
mercial banks were opened; the new licensees bring the total of commercial 
banks in Jordan to fifteen. Two investment banks and an innovative "Is- 
lamic" bank have been approved by the Central Bank. The Bank continues to 
encourage term loans by commercial banks rather than the traditional over- 
draft system. A tightly regulated stock exchange opened in Amman in Jan- 
uary 1978; trading of government securities on the exchange is to be in- 
troduced. A mutual fund is being considered. Double digit inflation con- 
tinues to plague Jordan. None of the existing statistical measures of in- 
flation and the cost of living can be considered entirely reliable, but it 
is clear that the rate of inflation has decreased from its probable peak in 
1976, The current rate is probably around 15% annually. Although other 
factors have been more important in the past, the principal recent engines 





of inflation appear to be external demand for Jordan's agricultural pro- 
ducts and regional competition for the country's highly valued labor force. 
With prospects for a better 1978 harvest than Jordan has enjoyed in recent 
_ years and signs that wages are increasing less rapidly, the overall rate of 
inflation may moderate further this year. 


The participation rate in Jordan's labor force is low, at about 20%, due 
primarily to the limited role of women in the economy and the fact that 
more than 50% of the population is under 15. After decades of serious un- 
employment, Jordan has recently experienced a labor shortage as its highly 
regarded labor force has been attracted to high paying jobs elsewhere in 
the Arab world. The Government has responded with efforts to increase the 
domestic labor supply, emphasizing vocational education and encouraging 
women to join the labor force -- since 1974 the female participation rate 
has increased from less than 4% to perhaps 10% in 1977. Since 1976 Jordan 
has also imported significant amounts of (mostly unskilled) foreign labor. 
Foreign laborers remitted $19 million from Jordan last year. 


About 60% of the domestic labor force is employed in the services sector, 
which is dominated by Jordan's relatively large civil service and armed 
forces. The remainder is roughly divided between agriculture and industry 
with a gradual shift taking place from the former to the latter. 


Foreign grant support remains important to the Government's regular budget 
(recurring and self-finance capital expenditures). Important sources of 
this support include Saudi Arabia, Kuwait and the United States. Domestic 
revenue collections have been increasing rapidly, however, and 79% of 1978 
recurring budget expenditures are to be financed from such sources. Ina 
government austerity effort, regular budget expenditures are to increase 
only 8% over 1977, less than the estimated rate of inflation, to $900 mil- 
lion. A record $200 million has been allocated for investment in economic 
and social development. Jordan's separate development budget, almost en- 
tirely financed by long-term concessional loans, projects 1978 expenditures 
at about $270 million. On the basis of past experience, it is unlikely that 
the entire amount will be disbursed this year. 


Implications for the United States 


Jordan's economy is essentially a free enterprise system, although the 
Government holds important equity positions in many of the country's 

larger enterprises. Foreign investment is welcome, and 100% foreign owner- 
ship of local enterprises is permitted. Jordan's investment law provides 
attractive tax holidays and other incentives for investments which accord 
with the country's plans for development. Legislation also provides for 
repatriation of capital and dividends. The operation of three industrial 
free zones is under consideration. Foreign exchange regulations are liberal. 





ExIm and OPIC programs operate in Jordan. 


The first American-Jordanian industrial joint venture (manufacturing in- 
dustrial footware) has begun production, and prospects for its success 
appear bright. Numerous other opportunities for joint ventures in light 
manufacturing can be identified and developed to service the growing do- 
mestic market and Jordan's rapidly increasing export market. 


Though not the unrivaled primary supplier to Jordan, American imports have 
grown impressively. They totalled $55 million in 1974, $76 in 1975, $94 
million in 1976, and $214 in 1977, according to Jordanian statistics. While 
the reputation of American exports still gives the American supplier some 
advantage, intense competition from alternative suppliers has grown apace. 
During 1977, the US dollar depreciated 5% against the JD while the curren- 
cies of other major suppliers generally appreciated, e.g. West Germany 7%, 
and the U.K. 6%, making American goods that much more attractive. 


Jordan's (1976-1980) Five Year Plan includes investments of over $2 billion, 
divided almost equally between the public and private sectors. The pro- 
gram emphasizes export-oriented commodity production and offers many oppor- 
tunities for the supply of technical consulting services and capital equip- 
ment. As personal income continues to rise, the market for consumer goods 
will also become more attractive. 


In 1975, Jordan enacted legislation to encourage the establishment of re- 
gional business headquarters offices in Jordan. The law provides tax ex- 
emption of profits earned outside of Jordan, income tax exemption for all 
expatriate employees, and duty-free entry of office equipment and the 
private vehicles of expatriate employees. Largely due to the situation 
in Beirut, some 150 foreign companies, including about 30 American firms, 
have located in Amman. Most have been pleased by the relative efficiency 
of the Jordanian Government and the country's infrastructure, the Western 
orientation of business practices, the degree to which English is a com- 
mercial language, and the genuine friendliness and hospitality of the Jor- 
danian people. 


The responsible agency of the Government of Jordan normally issues an in- 
ternational tender for major procurement of foreign goods and services. 
Often a pre-qualification procedure is used. Prior to issuance of an in- 
ternational tender, the Central Bank must release the necessary foreign 
exchange. The Government-usually requires the intermediation of @ local 
agent in its dealings with foreign firms. Foreign suppliers who have 
existing agency relationships in Jordan have a distinct advantage, espe- 
cially as bid deadlines are often short. 


*# U.S. GOVERNMENT PRINTING OFFICE 1978—261-076/3 
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